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According to a reported released in the second week of May by the Banco de Mexico (central bank),
the expansion of M1 bis Mexico's basic money supply measure slowed during the month of March.
While M1 bis had previously been growing at an annual rate of over 35%, the annualized March
figure dropped to 33.3%. Most economists consider the slowdown a positive sign. The March figures
do not reflect a move by the central bank on April 1 to reduce foreign capital inflows. The bank
set new limits on dollar accounts held by Mexicans. While foreign capital is essential to domestic
economic recovery, foreign currency inflows also increase aggregate demand, and thus upward
pressure on prices. The central bank has been forced to "sterilize" the foreign currency influx
by reducing the amount of pesos in circulation. The central bank uses the M1 bis to compensate
for an accounting practice change implemented in late 1991. M1 bis takes into account all paper
currency, coins and checking accounts. Upon including interest-bearing Cuenta Maestra accounts
in September 1991, M1 totals increased dramatically, resulting in misleading money supply growth
rates. Consequently, M1 bis was developed to substitute for M1 as the central bank's basic money
supply indicator. (Source: El Financiero International, 05/25/92)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

